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Abstract 


This  report  contains  analysis  of  the  professional  services  activities  and 
organisation  structures  of  fourteen  major  service  providers  researched 
throughout  Europe  during  the  last  quarter  of  1992  and  the  first  quarter  of 
1993. 

These  comprised  eight  equipment  suppliers,  two  independent 
maintenance  companies,  and  four  professional  service  suppliers. 

The  analysis  covers: 

• Their  approaches  to  Professional  Services  and  the  strategic  context  of 
their  businesses 

• Current  organisation  structures  for  marketing,  delivery  and  reporting 

• The  ways  in  which  they  are  using  these  structures  to  counter  the  intense 
competitive  pressures  of  the  1990s. 

The  report  includes  many  verbatim  comments  of  the  individual 
respondents,  but  these  are  not  attributed. 
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Introduction 


A 

Purpose  and  Scope 


The  Professional  Services  sector  in  Europe  accounted  for  $26.4  billion  in 
1992.  It  is  forecast  to  grow  at  an  average  growth  rate  (CAGR)  of  9%  per 
annum  to  reach  over  $40  billion  in  1997.  This  represents  a large  potential 
market  for  Customer  Services  vendors  seeking  to  replace  their  declining 
hardware  maintenance  markets  with  other  revenues. 

However  at  their  present  rate  of  growth  Customer  Services  organisations 
are  not  forecast  to  take  more  than  a minor  share  of  this  sector. 

This  Executive  Perspective  report  is  aimed  at  providing  clients  with  infor- 
mation and  insights  enabling  vendors  to  improve  their  performance  in  this 
area. 

It  also  contributes  insights  into  the  competitive  pressures,  as  currently 
being  experienced  by  companies  with  a background  in  Customer  Services 
and  these  vendors’  perceptions  of  and  responses  to  them. 


B 

Methodology 


Fourteen  major  vendors  with  headquarters  spread  across  Europe  were 
engaged  in  comprehensive  in-depth  face-to-face  discussions.  The  inter- 
views obtained  were  analysed  under  three  vendor  groups: 

• Equipment  suppliers 

• Independent  maintenance  vendors 

• Services  vendors. 

There  were  no  software  product  vendors  in  the  sample.  The  services 
vendors  selected  for  comparison  were  focusing  on  the  systems  operations 
outsourcing  area.  This  class  of  vendor  was  selected  for  comparison  be- 
cause, like  Customer  Services  vendors,  professional  services  are  not 
necessarily  their  traditional  primary  target  market. 
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For  several  years  many  of  the  leading  equipment  vendors  have  declared 
their  intention  of  re-orienting  their  business  away  from  equipment  manu- 
facture and  towards  the  IS  software  and  services  market.  INPUT  finds 
that  this  intention  is  being  translated  into  reality,  but  at  varying  speeds, 
depending  upon  the  overall  strategy  of  the  vendor  and  upon  the  growth  or 
decline  of  hardware  markets  being  experienced  by  each  of  them. 


c 

The  Report  Organisation 

The  remaining  chapters  of  this  perspective  report  are  structured  as 

follows: 

• Chapter  II  is  an  Executive  Overview  providing  a concise  summary  of  the 
principal  findings  and  recommendations  contained  in  the  report 

• Chapter  III  includes  a market  analysis  of  the  Professional  Services  sector 

in  Europe,  setting  the  quantitative  context  for  vendor  decisions  and 
describing  the  reasons  they  attribute  to  the  adoption  of  their  current 
policies  ^ 

• Chapter  IV  describes  the  current  vendor  practices  in  incorporating 
professional  services  activities  into  their  Customer  Services  operations 

• Chapter  V looks  at  current  vendor  perceptions  of  their  professional 
services  competitors  and  their  responses  in  the  marketplace  based  upon 
these  perceptions 

• Chapter  VI  concludes  with  a brief  description  of  how  vendors  are  view- 
ing the  impact  of  future  technologies  on  their  professional  services 
activities. 


P 

Related  INPUT  Reports 

This  report  has  been  written  to  follow  on  from  the  work  done  in  the  1992 
programme  for  the  Customer  Services  Europe  subscription  service.  It 
needs,  therefore,  to  be  read  in  conjunction  with  INPUT’S  two  other  recent 
reports: 

• Professional  Services  Strategy  Profiles,  Europe,  1992  (CE-VS2) 

• Open  Systems  Services,  Challenges  and  Strategies,  Europe,  1992 
(CE-RS2). 


1-2 
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Executive  Overview 


A 

Professional  Services  an  Immense  Opportunity 

The  Professional  Services  sector  in  Europe  accounted  for  $26.4  billion  in 
1992.  It  is  forecast  to  grow  at  an  average  growth  rate  (CAGR)  of  9%  per 
annum  to  reach  over  $40  billion  in  1997.  This  represents  a large  and 
richly  diverse  potential  market  for  Customer  Services  vendors  seeking  to 
replace  their  declining  hardware  maintenance  markets  with  other 
revenues. 

However  at  their  present  rate  of  growth  Customer  Services  organisations 
are  not  forecast  to  take  more  than  a minor  share  of  this  sector.  Even  if  the 
other  element  of  non-remedial  project  work  which  is  open  to  customer 
services  skills,  namely  Environmental  Services,  is  included  in  the  equation 
the  Customer  Services  vendors  are  not  forecast  to  take  more  than  a 7% 
market  share  in  1997. 

The  key  issue  is:  ‘How  should  companies  with  Customer  Services 
organisations  develop  from  their  existing  core  competences  without: 

• Either  losing  credibility  by  overstretching  themselves 

• Or  starting  to  compete  with  other  parts  of  their  own  organisations  which 
are  engaged  in  solution  sales  or  systems  integration  (SI)’. 

To  achieve  success  in  this  area,  vendors  must,  therefore,  mould  their 
existing  organisations  in  an  ongoing  manner  to  meet  three  key  criteria: 

• Developments  must  work  with  a wide  and  open  portfolio  of  services 
which  understands  that  open  systems  have  become  the  norm  for 
platforms  in  the  industry 
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• Marketing  must  understand  the  changing  strategies  of  other  main  com- 
petitors in  this  market 

• Management  must  be  flexible  enough  to  understand  the  cultural  implica- 
tions of  operating  with  a range  of  capabilities  covering: 

- Changing  business  processes 

- New  technologies 

- Working  with  partners. 

Exhibit  n-1  summarises  the  key  vendor  challenges. 


EXHIBIT  IM 


Vendor  Challenges 

• $ 26  billion  opportunity 

• Slow  penetration  by  customer  service  vendors 

• Organisational  change  ongoing 

- Wide  and  open  portfolio 

- Competitive  tracking 

- Future  flexibility 


B 

Developing  a Wide,  Open  Portfolio 

All  vendors  interviewed  claimed  to  have  a significant  interest  in  building 
up  their  Professional  Services  activities.  There  was  a reasonable  majority 
of  the  sample  in  favour  of  establishing  a full  range  of  services,  but  a 
substantial  minority  expected  to  focus  their  offerings  on  specific  service 
lines.  Only  in  one  case  was  the  focus  deliberately  confined  to  a 
manufacturer’s  own  set  of  platforms  or  software  products. 

When  it  came  to  actually  defining  what  was  meant  by  Professional  Ser- 
vices, the  14  vendors  interviewed  mentioned  18  different  service  catego- 
ries, a total  of  1 13  times.  Exhibit  II-2  shows  how  the  vendors’  perceptions 
tallied  with  INPUT’S  service  modes. 
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EXHIBIT  II-2 


Vendor  Definitions  of  Professional  Services 


The  Service  Is: 

Vendor  Mentions 

Included  in  INPUT’S 
Professional  Services 
Category  (1) 

58 

Not  Included  in  INPUT’S 
Professional  Services 
Category  (2) 

55 

TOTAL 

113 

NOTES 

(1)  = Consultancy,  Configuration/Capacity  Planning, 

Software  Development,  Education  & Training, 
Network  Administration,  Contract  Staff  hire. 

(2)  = Systems  Integration,  System  Software  Support, 

Network/Computer  operations.  Environmental 
services.  Business  Continuity  services. 


A majority  of  vendors  claimed  to  include  the  support  of  software  products 
from  third  parties  within  their  portfolios. 

Only  two  vendors  mentioned  industry  sectors  as  part  of  their  marketing 
targets,  confirming  that  the  functional  orientation  of  most  suppliers  from  a 
Customer  Services  background  is  very  ingrained,  i.e.  these  vendors  do  not 
consider  services  targeted  at  specific  industries. 

This  orientation  should  be  considered  as  a disadvantage  in  the  new  non- 
remedial  services  area,  because  vendors  with  a long  track-record  in  the 
professional  services  area  have  already  developed  their  marketing  to  a 
state  of  sophistication  in  which  vended  sector  specialisations  are  a key 
competitive  advantage. 
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c 

The  Move  into  Professional  Services  Increases  the  Competition 

Exhibit  n-3  contains  a matrix  showing  how  each  type  of  vendor  perceives 
its  competition  in  terms  of  the  other  vendor  classes  as  well  as  its  own.  In 
general,  vendors  see  most  competition  coming  from  the  computer  services 
vendor  category,  indicating  that  Customer  Services  vendors,  such  as  the 
equipment  suppliers  and  independent  maintenance  vendors,  are  choosing 
sectors  of  the  market  in  which  they  do  not  clash  with  each  other  as  they 
move  to  widen  their  services  portfolio. 


EXHIBIT  11-3 


The  Competition  Matrix 


Mentions  by  Type  of  Vendor 

Type  of 

Equipment 

Independent 

Services 

All 

Competitor 

Vendor 

Maintainer 

Vendor 

Types 

1.  Equipment 
Vendor 

5 

2 

3 

10 

2.  Independent 
Maintainer 

2 

- 

1 

3 

3.  Services 
Vendor 

14 

4 

8 

26 

4.  Other* 

3 

- 

- 

3 

ALL  RESPONDENTS 

24 

6 

12 

42 

NOTE;  * = Own  customers,  ex-employees,  training  companies 


Positioning  is  the  main  concern  of  the  equipment  suppliers.  The  services 
vendors  are  equally  concerned  about  pricing  and  marketing  issues.  Inde- 
pendent maintainers  appear  to  have  no  clear  pattern  of  competitive 
pressure  in  the  professional  services  area. 
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D 

The  Flexible  Organisation 

1.  Structures 

The  principal  options  open  to  Customer  Services  vendors  were  to  include 
Professional  Services  entirely  within  the  existing  Customer  Services 
organisation  (sharing  marketing,  sales,  and  delivery  channels)  or  on  the 
other  hand  to  run  them  as  a separate  unit.  Two  other  less  common  vari- 
ants are  to  have  one  or  other  of  the  functions  deliver  the  services,  while 
the  other  is  responsible  for  their  marketing. 

A key  finding  of  this  study  is  that  only  in  three  cases,  among  the  equip- 
ment vendors,  had  Professional  Services  broken  entirely  free  from  Cus- 
tomer Services  structure. 

The  main  thrust  of  marketing  and  sales,  required  to  respond  to  today’s 
customer,  needs  to  shift  from  the  historical  product  sales  function  into  a 
solution-oriented  Professional  Services  or  Systems  Integration  (SI)  unit. 
Establishing  separate  sales  or  delivery  channels  sets  up  a tension  between 
the  people  running  the  old  paradigm  and  those  running  under  the  new. 

At  the  present  time  the  majority  of  vendors  have  set  up  their  Professional 
Services  activities  in  separate  profit  centre  units;  the  minority  are  keeping 
them  as  ancillary  cost  or  profit  centres  within  their  existing  customer 
services  divisions. 

In  terms  of  financial  reporting  Professional  Services  is,  however,  much 
more  clearly  separated. 

2.  Alliances 

In  attempting  to  tap  extra  resources  for  the  purposes  of  building  up  Profes- 
sional Services  expertise,  vendors  have  a clear  preference  for  establishing 
links  with  other  companies  to  provide  the  resources  they  do  not  possess 
themselves.  Exhibit  II-4  illustrates  the  breakdown  between  the  two  ‘or- 
ganic’ resourcing  options  of  Recruiting  and  Training  and  the  three 
‘external’  options  of  Acquisition,  Partnerships  and  Subcontracting. 
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EXHIBIT  11-4 


Obtaining  New  or  Additional  Resources 


Mentions  by  Type  of  Vendor 

Source 

Equipment 

Vendor 

Independent 

Maintainer 

Services 

Vendor 

All 

Types 

1 . By  Organic 
Growth 

11 

1 

6 

18 

2.  By  External 
“Partnering” 

19 

4 

5 

28 

ALL  RESPONDENTS 

30 

5 

11 

46 

The  single  most  preferred  method  was  the  partnership,  or  strategic  alli- 
ance, in  which  each  party  expects  to  have  to  invest  up  front  in  the  success 
of  a medium-  to  long-term  venture.  History  teaches  that  these  alliances  do 
not  always  have  a happy  ending,  since  so  called  partners  may  have  very 
different  and  eventually  incompatible  objectives  for  the  alliance.  ESIPUT 
believes  that  because  of  the  increasing  complexity  and  continuing  volatil- 
ity of  the  IT  sector,  it  will  become  more  and  more  important  to  make  a 
lasting  success  of  partnership  ventures. 


E 

Key  Trends  and  Recommendations 

For  several  years  many  of  the  leading  equipment  vendors  have  declared 
their  intention  of  re-orienting  their  business  away  from  equipment  manu- 
facture and  towards  the  IS  software  and  services  market.  INPUT  finds 
that  this  intention  is  being  translated  into  reality,  but  at  varying  speeds, 
depending  upon  the  overall  strategy  of  the  vendor  and  upon  the  growth  or 
decline  of  hardware  markets  being  experienced  by  each  of  them. 

The  main  driving  motive  for  all  the  vendors  was  clearly  in  the  category  of 
providing  new  services  and  entering  new  sectors.  By  contrast  the  desire  to 
use  professional  services  as  a generator  of  higher  profit  margins  was  very 
secondary. 
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If  the  profit  motive  really  is  so  secondary  in  the  minds  of  our  respondents, 
INPUT  questions  both  the  wisdom  of  such  diversification,  or  alternatively 
whether  strategies  are  being  adequately  interpreted  and  communicated  to 
operational  management. 

Many  vendors  are  at  this  time  undergoing  or  have  just  undergone  another 
periodic  restructuring  of  their  operations  to  try  to  meet  the  intense  com- 
petitive pressures  of  today’s  marketplace.  A great  deal  of  management 
effort  is  currently  being  expended  in  the  attempt  to  find  the  correct 
organisation  to  deliver  the  broader  spectrum  of  services,  solutions  and 
products  now  demanded  by  the  user. 

INPUT  believes  that  a structure  on  its  own  will  not  be  enough  to  meet 
these  challenges,  although  it  is  obviously  one  piece  of  the  puzzle.  It  will 
be  easy  enough  for  vendor  management  to  delude  itself  that  it  is  arriving 
at  a better  marketing  or  service  delivery  structure,  when  all  the  time  the 
real  objective  was  to  cut  headcount  and  other  costs. 

In  the  final  analysis  the  correct  structure  will  be  the  one  with  which  man- 
agement and  staff  jointly  feel  most  comfortable.  There  are  some  guide- 
lines which  should  be  followed,  however,  and  these  must  take  account  of 
the  key  trends  of  the  1990s: 

• Organisations  must  be  ‘flatter’,  i.e.  less  hierarchical,  than  they  have 
been.  Less  layers  means  faster  and  less  distorted  communications 
between  doers  and  deciders — necessary  to  cope  with  the  volatility  of  the 
market 

• Organisations  should  help  to  maintain  the  strategic  focus  which  the 
company  has  chosen.  INPUT  believes  that  a key  element  in  maintaining 
focus  is  the  management  of  and  reconciliation  between  the  cultural 
differences  present  in  the  various  sections  of  a company 

• Organisations  must  learn  to  integrate  their  partner  relationships  into  the 
overall  structure  which  they  have  devised.  Inevitably  these  relationships 
will  develop  and  change.  Regular  realignment  of  strategic  aims  and 
mutual  goals  is  one  way  of  fostering  long-lasting  alliances  with  compa- 
nies that  may  be  partly  competitors  and  partly  partners. 
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Market  Analysis 


A 

The  Professional  Services  Market  in  Europe 

The  Professional  Services  sector  in  Europe  accounted  for  $26.4  billion  in 
1992.  It  is  forecast  to  grow  at  an  average  growth  rate  (CAGR)  of  9%  per 
annum  to  reach  over  $40  billion  in  1997.  This  represents  a large  potential 
market  for  Customer  Services  vendors  seeking  to  replace  their  declining 
hardware  maintenance  markets  with  other  revenues. 

However,  at  their  present  rate  of  growth  Customer  Services  organisations 
are  not  forecast  to  take  more  than  a minor  share  of  this  sector,  as  shown  by 
Exhibit  m-l. 


EXHIBIT  III-1 


Professional  Services  Markets  Europe,  1992-1997 
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Even  if  the  other  element  of  non-remedial  project  work  that  is  open  to 
customer  services  skills — namely  Environmental  Services  (see  Appendix 
A for  the  difference  between  Professional  and  Environmental  services) — 
is  included  in  the  equation,  the  Customer  Services  vendors  are  not  forecast 
to  take  more  than  a 7%  market  share  in  1997.  Exhibit  III-2  illustrates  the 
growth  of  the  combined  market  for  the  two  sectors.  The  customer  services 
vendor  portion  will  grow  at  the  same  rate  (8%)  as  the  combined  sectors. 


EXHIBIT  III-2 


Non-Remedial  Project  Services  Markets  Europe 

1992-1997 


Other  Vendors 


Customer 
Services  Vendors 
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Totals  1992  = 34.3 
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Note:  Non-remedial  project  services  are  defined  as  Environmental 
Services  and  Professional  Services. 


The  main  causes  of  the  small  market  share  for  these  vendors  are: 

• Equipment  Vendors  with  customer  services  organisations  are  setting  up 
separate  organisational  structures  to  handle  Professional  Services  and 
large  Systems  Integration  contracts 

• The  majority  of  the  Professional  Services  expenditures  are  for  applica- 
tions software  systems,  an  area  in  which  customer  services  divisions  do 
not  have  the  appropriate  resources  or  skills 
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• Customer  Services  organisations  are  coming  into  contention  with  ven- 
dors from  other  backgrounds  who  have  superior  understanding,  track 
records  and  marketing 

Nevertheless,  the  market  for  Professional  Services  projects,  where  the 
main  requirement  is  to  establish  better  IS  infrastructures  based  on  the 
increasing  use  of  networks,  is  large  and  growing.  Vendors  with  a cus- 
tomer services  background  have,  therefore,  a large  potential  market  in 
which  to  develop  new  services  tied  to  the  systems  life  cycle. 

Key  to  achieving  success  in  this  area  are: 

• Understanding  the  strategies  of  other  main  competitors  in  this  market 

• Understanding  the  impact  of  the  move  from  proprietary  to  open  systems, 
as  open  systems  become  the  norm  for  platforms  in  the  industry 

« Understanding  the  structural  implications  of  operating  with  a range  of 
capabilities  in  the  rather  ill-defined  Professional  Services  segments. 


B 

Vendor  Motivations — Growth  Decline  Drives  Entry  into  Services 

The  fourteen  vendors  whose  organisations  and  strategies  were  analysed  in 
this  Executive  Perspective  report  can  be  grouped  into  three  classes: 

• Equipment  vendors,  a class  which  include  the  hardware  manufacturers 
and  the  dealers  and  distributors 

• Independent  Maintenance  vendors,  which  includes  the  arms-length 
subsidiaries  of  other  vendors,  whose  major  activity  might  cause  them  to 
be  classed  in  another  category 

• Services  vendors,  such  as  the  large  system  integrators  or  the  outsourcing 
vendors. 

These  three  groups  were  chosen  in  order  to  be  able  to  compare  and  con- 
trast the  policies  of  the  two  vendor  groups  who  are  moving  more  heavily 
into  Professional  Services: 

• The  equipment  manufacturers,  and 

• The  independent  maintainers, 

with  those  of  the  third  group  of  vendors  who  have  ostensibly  made  Profes- 
sional Services  one  of  their  key  revenue  streams  right  from  the  start-up 
phase  of  their  existence. 
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The  first  two  groups  form  the  traditional  client  groups  for  INPUT’S 
Customer  Services  programme.  The  third  group  represents  part  of  the 
entrenched  competition  who  have  been  working  in  the  professional 
services  sector  for  many  years. 

Exhibit  ni-3  tabulates  the  reasons  given  by  the  vendors  for  their  current 
and  future  involvement  in  professional  services.  Throughout  this  report, 
because  of  the  small  size  of  the  vendor  sample,  we  are  not  showing  any 
figures  in  percentage  terms  but  are  just  giving  the  number  of  mentions  of 
the  various  coded  parameters  obtained  from  the  interview  questionnaires. 
The  interviews  were  all  undertaken  as  face-to  face  encounters.  The  same 
format  of  tabulation  is  repeated  a number  of  times  throughout  the  report. 

In  some  of  the  tables  the  parameter  analysed  is  a multiple  choice  ques- 
tion/answer to  which  there  is  only  one  response.  In  these  cases  the  fig- 
ures in  each  column  add  to  the  total  for  All  Respondents  given  at  the  foot 
of  each  column.  In  other  tables  the  questions  invited  more  than  one 
response  from  among  the  choice  presented.  In  those  cases  the  figures  in 
each  column  normally  add  to  more  than  the  total  for  the  vendor  class 
given  at  the  foot. 

The  need  to  find  new  sources  of  revenue  for  the  customer  services  func- 
tion and/or  for  the  company  as  a whole  is  narrowly  favoured  by  the 
sample  group  as  the  primary  driver  into  professional  services.  It  precedes 
the  user  base  demand,  which  is  the  second  favourite  response.  This  only 
falls  short  by  being  less  favoured  among  the  independent  maintainers. 

For  the  equipment  vendors,  however,  the  supply  side  driver  is  nicely 
matched  by  the  driver  from  the  demand  side. 

Improvement  to  profitability  is  well  down  the  list  of  priorities — in  fifth 
place.  INPUT  questions  the  wisdom  of  the  policies  which  lie  behind  this 
ranking,  coming  as  it  does  at  a time  when  overall  growth  in  the  industry 
is  slowing  and  margins  are  continually  coming  under  attack.  Vendors 
should  address  profitability  more  strongly,  since  revenue  growth  is  fore- 
cast by  INPUT  not  to  return  to  previous  levels  in  the  foreseeable  future. 
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EXHIBIT  III-3 


Vendor  Motivations  for  Operating 
in  Professional  Services 


Mentions  by  Type  of  Vendor 

Parameter  = 
Motivation 

Equipment 

Vendor 

Independent 

Maintainer 

Services 

Vendor 

All 

Types 

1. 

Find  New  Revenue 
Sources 

6 

2 

2 

10 

2. 

Demand  from 
Customer  Base 

6 

1 

2 

9 

3. 

Part  of  a Wider 
Portfolio 

3 

1 

2 

6 

4. 

Expand  Range  of 
Services 

5 

1 

- 

6 

5. 

Improve 

Profitability 

3 

1 

2 

6 

6. 

Support  Products 

3 

- 

2 

5 

7. 

Other  * 

4 

1 

1 

6 

ALL  RESPONDENTS 

8 

2 

4 

14 

NOTE:  * = To  offer: 

Outsourcing  at  customer  request, 
Documentation  services, 

Ouality  management  services. 
Multimedia  training  services. 
Implementation  services. 
Installation  management. 
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c 

The  Meaning  of  Professional  Services 

Exhibit  ni-4  looks  at  the  involvement  of  vendors  in  terms  of  their  whole- 
hearted (or  otherwise)  commitment  to  the  professional  services  sector.  In 
a majority  of  cases,  led  necessarily  by  the  services  vendor  group,  vendors 
claim  to  have  the  objective  of  offering  a total  range  of  services,  although 
both  of  the  traditional  customer  services  groups  are  split  50/50  between 
this  and  the  other  options. 

INPUT  concludes  that  the  larger  vendors  in  both  groups  have  made  a solid 
commitment,  but  in  the  minds  of  many  of  the  smaller  firms  the  need  is  still 
to  concentrate  mainly  on  their  traditional  core  competences. 


EXHIBIT  III-4 


Total  or  Partial  Commitment 
to  Professional  Services 


Mentions  by  Type  of  Vendor 

Parameter  = 
Service  Strategy 

Equipment 

Vendor 

Independent 

Maintainer 

Services 

Vendor 

All 

Types 

1.  To  offer  a total 
service  range 

4 

1 

3 

8 

2.  To  offer  specific 
lines  of  service 

2 

- 

1 

3 

3.  Other  * 

2 

1 

- 

3 

ALL  RESPONDENTS 

8 

2 

4 

14 

NOTE:  * = “Only  for  MVS  platforms”, 

“Units  develop  their  own  strategies”, 
“Complementing  other  units  in  our  group”. 


Vendors  have  a very  wide  range  of  activities  which  they  include  in  the 
Professional  Services  category.  Exhibit  III-5  analyses  across  12  different 
activity  areas  (including  a group  under  the  heading  of  Other). 
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EXHIBIT  III-5 


Elements  of  Professional  Services 


Mentions  by  Type  of  Vendor 

Parameter  = 
Definitions 

Equipment 

Vendor 

Independent 

Maintainer 

Services 

Vendor 

All 

Types 

1 . Consultancy 

7 

2 

3 

12 

2.  Systems  Integration 

7 

1 

4 

12 

3.  System  Software 
Support 

6 

2 

3 

11 

4.  Configuration/ 
Capacity  Planning 

7 

2 

2 

11 

5.  Network/Computer 
Operations 

5 

1 

4 

10 

6.  Software 
Development 

6 

- 

4 

10 

7.  Environmental 
Services 

6 

1 

3 

10 

8.  Business  Continuity 
Services 

6 ' 

1 

2 

9 

9.  Education  & 
Training 

6 

1 

1 

8 

10.  Network 
Administration 

4 

2 

2 

8 

1 1 . Contract  Staff  Hire 

2 

- 

3 

5 

12.  Other* 

6 

1 

- 

7 

ALL  RESPONDENTS 

8 

2 

4 

14 

NOTE:  * = Pre-implementation  support 
Documentation  services 
Multi-media  services 
Quality  management  services 
Network/server  design  services 
Implementation  services 
Installation  management  services. 
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The  equipment  vendors  have  a wide  range  of  professional  services  activi- 
ties, some  of  which  have  very  general  titles  like  consultancy  and  systems 
integration,  while  others  are  more  specific  like  configuration/capacity 
planning.  At  the  same  time  they  show  a tendency  to  include  several 
narrowly  defined  packaged  services  under  the  Other  category.  In  a mi- 
nority of  cases  equipment  vendors  see  systems  integration  as  the  generic 
activity  of  which  professional  services  is  a sector.  In  these  instances,  we 
would  say  that  the  vendor  was  solution-orientated  and  not  merely  trying 
to  substitute  a services  image  for  a product  image.  In  the  majority  of 
cases,  systems  integration  is  seen  as  part  of  professional  services  and  in 
these  instances  the  words  did  not  necessarily  imply  a large  project,  but 
were  meant  to  include  any  of  the  following: 

• Platform  integration,  at  the  hardware  level, 

• Network  integration, 

• The  marketing  of  complete  systems  together  with  any  services  elements 
required  by  the  users. 

©■ 

The  independent  maintainers  had  a similar  profile  of  services  to  the 
equipment  suppliers,  except  that  in  comparison: 

• They  are  noticeably  weak  on  software  development 

• They  appear  to  understand  better  the  user  requirement  for  network 
administration  services. 

The  services  vendors  were  the  only  group  to  make  any  showing  in  the 
area  of  contract  staff  hire.  They  are  weaker  in  the  areas  associated  with 
specifically  defined  packaged  services,  as  one  might  expect  in  view  of 
their  less  well  developed  product  marketing  skills — in  comparison  with 
the  equipment  vendors. 


P 

A Wide  and  Open  Portfolio  is  the  Objective 

The  development  of  vendor  thinking  in  the  direction  of  multi-vendor 
support  is  very  well  developed  for  all  three  groups  of  vendors.  Exhibit 
III-6  tabulates  the  responses  with  respect  to  the  question  on  the  relation- 
ship of  services  to  their  own  or  other  parties’  platforms. 
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EXHIBIT  III-6 


Proprietary  or  Multi-Vendor 
Professional  Services 


Mentions  by  Type  of  Vendor 

Parameter  = 
Scope  of  Services 

Equipment 

Vendor 

Independent 

Maintainer 

Services 

Vendor 

All 

Types 

1.  Includes  3rd 
Parties’  Products 

6 

2 

3 

11 

2.  Restricted  to 
Own  Products 

2 

• 

1 

3 

ALL  RESPONDENTS 

8 

2 

4 

14 

Some  comments  from  vendors  can  be  seen  to  highlight  the  range  of  differ- 
ent attitudes  adopted: 

• ‘At  least  80%  of  our  professional  services  will  relate  to  our  own  units; 
sometimes,  however,  because  our  contracts  embrace  other  units  on  the 
user’s  network,  we  will  be  supporting  other  vendors’  systems’ 

• ‘Services  can  be  used  to  support  external  or  internal  customers.  This  can 
determine  the  amount  of  other  vendors’  systems  which  are  involved’ 

• ‘Other  suppliers’  systems  but  restricted  to  MVS  environments.  That 
limits  the  field  somewhat’ 

• ‘Each  of  the  lines  of  business  can  seek  contracts  outside  their  target 
customer  and  prospect  base,  provided  it  is  profitable  and  doesn’t  damage 
the  base  workload’ 

• ‘Services  are  mainly  supplied  to  our  own  base  at  the  moment,  but  we 
hope  to  open  out  to  other  infrastructures’ 

• ‘We  are  focussing  on  IBM  and  Digital  in  the  domestic  market.  We  will 
expand  to  other  platforms  and  countries  in  due  course’ 

• ‘We  are  no  longer  actively  marketing  our  own  proprietary  environment, 
so  contracts  now  relate  to  all  open  platforms. 
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The  degree  of  commitment  to  open  systems  services  and  support  can  be 
seen  to  be  only  limited  by  the  inevitable  inertia  present  in  any  vendor’s 
way  of  working: 

• It  takes  time  to  retrain  the  work  force  to  develop  new  business  leads 

• The  existing  revenue  streams  will  continue  to  bring  in  work  compatible 
with  what  the  organisation  has  been  doing  and  for  which  it  is,  therefore, 
best  known  to  its  prospect  base. 


E 

Infrastructure  and  Applications 

Vendors  described  the  areas  of  opportunity  and  the  infrastructure  applica- 
tions which  were  envisaged.  The  most  interesting  aspects  were  when  they 
were  asked  to  mention  the  easiest  and  the  most  difficult  areas. 

Under  easiest  areas,  the  following  appeared  in  some  form  of  comment: 

• Providing  people  with  a service  orientation  and  the  correct  skills’ 

• Operating  in  our  traditional  sectors  of  Public  sector.  Utilities  and  Energy 

• Networking  and  operational  services 

• The  large  systems  marketplace 

• Selling  the  professional  services  concept  to  current  non-users 

• Existing  customer  base 

• Implementation  area 

• Services  close  to  the  equipment 

• Services  related  to  our  own  products. 

Under  the  heading  of  the  hardest  areas  to  enter  or  penetrate,  INPUT 
encountered  the  following  comments: 

• Getting  enough  flexibility  into  our  thinking  to  be  able  to  tailor  services 
to  the  individual  customer 

• Breaking  into  Manufacturing,  Defence  or  Transportation 

• Consultancy,  because  it  is  so  competitive 

• Supporting  complex  networked  environments,  since  no  two  networks  are 
the  same 

• Selling  professional  services  into  our  existing  customer  base 

• Industry  sectors  which  are  not  in  our  existing  key  segments  list 

• Consultancy  and  design  services,  because  of  the  change  of  image 
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• Top-end  consulting 

• Upstream  consultancy  and  business  skills. 

It  was  interesting  to  note  that  although  the  equipment  vendors  almost  to  a 
man  thought  it  was  easier  to  sell  into  the  existing  base  with  technology 
and  product  based  services,  the  independent  maintainers  were  noticing  that 
the  change  of  image  needed  to  make  their  professional  services  attractive 
to  existing  customers  was  making  it  easier  to  sell  these  outside  the  existing 
base,  where  ingrained  attitudes  were  less  likely  to  be  found. 
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Current  Structures 


Most  of  the  respondents  were  viewing  the  structure  needed  to  support 
professional  services  from  the  standpoint  of  established  Customer  Services 
operations.  The  principal  exception  was  the  small  group  of  services 
vendors  with  processing  or  professional  services  backgrounds. 


A 

A Separate  or  a Unified  Structure 

The  key  question  is  how  to  market,  sell  and  deliver  two  different  types  of 
service: 

• Traditional  Customer  Services,  which  are  essentially  contract-oriented 
(see  INPUT  report  Open  System  Services,  Challenges  and  Strategies, 
dated  March  1993) 

• Professional  Services,  which  are  of  a project-oriented  nature. 

Exhibit  IV- 1 shows  how  three  types  of  vendor  groups  were  structuring  the 
new  Professional  Services  activities  in  relation  to  their  existing  Customer 
Services  departments. 
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EXHIBIT  IV-1 


Current  Organisation  Structures  for 
Service  Marketing  and  Delivery 


Mentions  by  Type  of  Vendor 

Parameter  = 
Structure 

Equipment 

Vendor 

Independent 

Maintainer 

Services 

Vendor 

All 

Types 

1 . Professional  Services 
within  Customer 
Services 

3 

1 

- 

4 

2.  Professional  Services 
Separate  from 
Customer  Services 

3 

- 

3 

3.  Professional  Services 
Marketed  Separately; 
but  Customer  Services 
Deliver  Them 

2 

- 

- 

2 

4.  Other  * 

- 

1 

4 

5 

ALL  RESPONDENTS 

8 

2 

4 

14 

NOTE:  * = Vertical  industry  structure  (3) 

Customer  Services  market  Professional  Services,  but  they  are  delivered  separately 
Customer  Services  within  separate  Open  Services  unit 


The  principal  options  were  to  include  Professional  Services  entirely  within 
the  existing  Customer  Services  organisation  (sharing  marketing,  sales  and 
delivery  channels)  or  on  the  other  hand  to  run  them  as  a separate  unit. 

Two  other  less  common  variants  are  to  have  one  or  other  of  the  functions 
deliver  the  services  while  the  other  is  responsible  for  their  marketing. 

The  key  finding  is  that  only  in  three  cases,  among  the  equipment  vendors, 
had  Professional  Services  broken  entirely  free  from  Customer  Services. 
This  is,  of  course,  apart  from  the  three  Professional  Services  vendors 
which  did  not  have  a customer  services  function  as  such,  and  in  these 
cases  the  orientation  is  by  vertical  sector. 
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B 

Separate  Performance  Monitoring 

Another  important  parameter  researched  was  the  cost  centre/profit  centre 
structure  of  each  vendor.  Again  the  main  aspect  examined  was  the  rela- 
tionship between  the  two  service  functions,  Professional  Services  and 
Customer  Services. 

Exhibit  rV-2  shows  the  breakdown  between  the  two  main  options  encoun- 
tered. Here  the  need  to  separate  the  two  functions  for  management  report- 
ing purposes  is  clearly  much  more  strongly  established  than  the  practice  of 
monitoring  one  with  or  within  the  other. 


EXHIBIT  IV-2 


Current  Reporting  Structure 


Mentions  by  Type  of  Vendor 

Parameter  = 
Financial  Reporting 

Equipment 

Vendor 

Independent 

Maintainer 

Services 

Vendor 

All 

Types 

1 . Professional  Services 
Separate  from 
Customer  Services 

5 

2 

2 

9 

2.  Professional  Services 
with  Customer 
Services 

2 

- 

- 

2 

3.  Other* 

1 

- 

2 

3 

ALL  RESPONDENTS 

8 

2 

4 

14 

NOTE:  * = Professional  Services  monitored  separately  but  within  Customer  Sen/ices 
Revenues  allocated  across  industry  sectors  (2). 
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Conflicts  in  Different  Quarters 

Discussions  with  vendors  have  brought  to  light  three  types  of 
organisational  conflict  that  can  and  do  arise  between  different  parts  of 
would  be  service-provider  companies,  as  a result  of  the  increasing  user 
emphasis  on  software  and  services: 

• The  main  thrust  of  marketing  and  sales,  required  to  respond  to  today’s 
customer,  needs  to  shift  from  the  historical  product  sales  function  into  a 
solution-oriented  Professional  Services  or  Systems  Integration  (SI)  unit. 
Establishing  separate  sales  or  delivery  channels  sets  up  a tension  be- 
tween the  people  running  the  old  paradigm  and  those  running  under  the 
new 

• Similar  but  less  aggravated  situations  can  occur  between  customer 
services  functions  and  professional  services  units,  where  the  way  a 
particular  set  of  user  needs  gets  treated  can  depend  upon  which  service 
department  gets  to  know  of  the  requirement  first.  In  the  end  this  can 
lead  to  one  or  the  other  of  the  functions  becoming  a second  best  part  of 
the  operation,  purely  in  order  not  to  confuse  the  customer  base 

• Traditional  tensions  have  always  existed  between  the  Sales  function  and 
the  Customer  Services  area,  but  these  have  been  lessened  in  most 
organisations  in  recent  years  by  making  CS  a profit  centre  in  its  own 
right 

The  primary  cause  of  these  tensions  is  that  the  three  different  cultures 
associated  with  each  of  the  three  operations  work  in  different  ways,  and 
each  is  therefore  in  the  ideal  situation  required  to  have  a separate  interface 
to  the  customer.  This  is,  of  course,  not  desirable  because  of  the  channel 
contentions  thus  set  up.  The  key  factor  influencing  managements  in  their 
search  for  resolution  of  this  generic  problem  in  their  individual 
organisations,  will  be  the  size  of  the  respective  operations — both  now  and 
in  the  future. 

However,  they  should  also  consider  the  frequency  distribution  of  the 
projects  and  support  contracts  which  they  receive — because  they  will 
inevitably  be  influenced  by  these.  How  many  contracts  or  projects  are 
large  and/or  long-term?  How  many  are  multiple  small  or  medium-sized? 
What  is  the  overall  mix?  These  considerations  have  to  be  met  on  a day-to- 
day  basis  in  a services-oriented  company,  whereas  in  a product  company 
they  may  have  been  more  easily  established  by  market  research  conducted 
prior  to  production. 


IV-4 


© 1993  by  INPUT.  Reprodudion  Prohibited. 


CFQ 


ORGANISATION  FOR  PROFESSIONAL  SERVICES,  1993 


INPUT 


Achieving  a critical  mass  of  revenue  in  any  of  the  three  areas  usually 
triggers  it  being  set  up  as  a separate  operation. 

The  ideal  way  to  control  the  overall  operation  is  to  integrate  the  client 
interface  around  the  system  life-cycle. 
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Countering  the  Competition 


A 

Acquiring  Resources 


The  move  into  the  professional  services  sector,  which  has  been  an  objec- 
tive for  many  vendors  of  customer  services  for  a number  of  years  now, 
has  two  main  resource  aspects: 

• How  to  obtain  enough  of  the  correct  skills  to  supply  the  new  services 
proposed 

• What  to  do  with  the  skilled  professionals  already  in  the  team. 

The  issue  is,  therefore,  between  recruitment  and  training,  on  the  one 
hand — the  internal  dimension — and  acquiring  resources  from  external 
sources  such  as: 

• Alliances  and  partnerships 

• Subcontracting 

• Acquisitions. 

Exhibit  V-1  tabulates  the  policies  being  pursued  by  our  sample  of  three 
vendor  types  and  ranks  these  policies  according  to  frequency  of 
occurrence. 
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EXHIBIT  V-1 


How  Vendors  Obtain  New  or  Extra  Resources 


Mentions  by  Type  of  Vendor 

Parameter  = 
Resourcing 

Equipment 

Vendor 

Independent 

Maintainer 

Services 

Vendor 

All 

Types 

1.  Partnering 

8 

1 

2 

11 

2.  Recruitment 
from  within 

5 

1 

3 

9 

3.  Acquisition 

4 

2 

3 

9 

4.  Train 
Own  Staff 

6 

3 

9 

5.  Subcontracting 

7 

1 

8 

ALL  RESPONDENTS 

8 

2 

4 

14 

Overall,  alliances  with  other  companies  is  the  most  frequently  quoted 
method  for  acquiring  the  necessary  skills  for  Professional  Services  opera- 
tions. This  reflects  the  multiplicity  of  today’s  specialist  requirements, 
many  of  which  can  only  be  covered  in  this  way  because  the  pools  of  skills 
needed  to  service  new  technology  products  have  not  had  time  to  form  and 
grow. 

Although  for  the  manufacturers  the  second  most  common  option  is  to  use 
subcontractors,  this  option  has  no  attraction  for  the  services  companies. 
Instead  this  class  of  vendor  favours — in  equal  proportions — the  three 
options  which  are  ranked  lowest  by  the  hardware  suppliers,  namely: 

• Acquisition 

• Internal  training  of  existing  staff 

• Recruitment. 

The  independent  maintainers  are  quoted  as  using  all  the  methods  except 
the  training  up  of  their  own  staff.  This  illustrates  the  reluctance  of  this 
group  of  vendors  to  try  to  dual-train  their  staff  across  both  customer 
service  and  professional  services  areas.  INPUT  has  encountered  this 
phenomenon  before;  it  reflects  the  strong  orientation  of  these  vendors 
towards  the  hardware-servicing  culture,  and  the  difficulty  staff  steeped  in 
this  culture  have  in  moving  into  a more  project-oriented  environment. 
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Comments  made  by  respondents  on  this  topic  area  included: 

• ‘We  have  used  the  acquisition  route  for  acquiring  a software  product 
capability.  Subcontracting  and  partnerships  will  be  used,  only  if  we  see 
opportunities  we  need  to  move  into;  otherwise  we  will  continue  to  use 
the  traditional  methods  of  training  and  recruiting.’ 

• ‘We  are  consistently  reviewing  and  changing  our  tactics  in  this  area. 
Redeployment  of  staff  is  currently  the  principal  method.  Alliances  and 
acquisitions  in  this  area  are  possible  but  of  lower  priority  now.’ 

• ‘Our  main  technique  is  to  use  a co-ordinated  approach  to  the  use  of  sub- 
contractors and  partners.  Internal  headcount  is  certainly  not  going  up.’ 

• ‘Our  preference  is  always  to  develop  from  within  if  at  all  possible.’ 

• ‘We  have  maintained  our  graduate  recruitment,  but  are  going  to  buy  less 
from  the  open  labour  market.  However,  our  key  focus  is  on  retraining.’ 

• ‘Our  key  focus  is  on  the  use  or  acquisition  of  external  partners.’ 

• ‘Training  is  used  to  address  issues  of  cultural  change.  Partnering  and 
acquisition  will  be  the  key  focus  over  the  next  couple  of  years.’ 

• ‘Sub-contracting  and  partnering  are  tactical  only.  Acquisition  is  not  part 
of  our  current  strategy.’ 

• ‘Subcontracting  is  rare.  We  might  use  the  acquisition  route,  possibly.’ 

• ‘All  these  methods  to  some  extent,  but  principally  we  use  partnering  and 
acquisition.’ 

• ‘Our  major  thrust  into  Europe  is  via  acquisition.  Partnerships  are  used  in 
non-strategic  areas  such  as  consultancy.  Recruitment  is  used  when 
specialist  skills  are  needed  and  will  need  to  be  retained.’ 

• ‘The  graduate  intake  continues.’ 

• ‘Retraining  is  the  fastest  route,  we  find.’ 
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B 

Direction  of  the  Competition 

In  the  1990s  the  accent  is  being  placed  upon  the  maintenance  of  profitabil- 
ity (in  fast-changing  market  conditions)  by  running  with  a low  headcount 
both  of  administrative  staff  and  of  the  key  professional  staff,  who  corre- 
spond to  a company’s  core  competences.  This  means  forming  alliances  of 
varying  degrees  of  formality  with  a whole  raft  of  suppliers  who  might  also 
be  actual  or  potential  competitors. 

Each  type  of  vendor  will  see  a different  set  of  main  competitors,  with 
some  of  whom  there  will  also  be  strong  or  weak  alliance  partnerships, 
sometimes  even  with  different  parts  of  the  same  group.  Our  research  has 
explored  where  each  of  the  three  types  of  vendor  was  experiencing  the 
stiffest  competition  and  in  which  directions  the  trends  were  leading. 

Exhibit  V-2  tabulates  the  responses  of  the  three  set  of  vendors  against  six 
vendor  categories  (four  of  which  are  different  classes  of  a computer  ser- 
vice company)  and  a seventh,  an  Others  category. 

EXHIBIT  V-2 


Who  Competes  with  Whom 


Mentions  by  Type  of  Vendor 

Parameter  = 
Competitors 

Equipment 

Vendor 

Independent 

Maintainer 

Services 

Vendor 

All 

Types 

1 . Professional 
Services  Vendors 

5 

1 

3 

9 

2.  Management 
Consultancies 

4 

2 

3 

9 

3.  Equipment  vendors 

3 

2 

3 

8 

4.  Systems  Integrators 

5 

1 

2 

8 

5.  Independent 
Maintainers 

2 

- 

1 

3 

6.  Dealers/Distributors 

2 

- 

- 

2 

7.  Other* 

3 

- 

- 

3 

ALL  RESPONDENTS 

8 

2 

4 

14 

NOTE:  * = Own  customers,  ex-employees,  training  companies 
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Equipment  suppliers  see  the  large  systems  integrators  and  professional 
services  companies  as  their  principal  rivals.  The  management 
consultancies  and  big  auditing  firms  are  regarded  as  strong  competition  by 
all  vendor  types.  Neither  the  equipment  suppliers  nor  the  independent 
maintainers  see  their  own  class  as  particularly  important  competitors. 
Dealers  and  distributors  have  the  weakest  profile,  coming  last  after  the 
independent  maintenance  companies.  Their  main  problem,  with  the 
exception  of  a few  large  distributors,  is  the  one  of  size. 

Some  comments  from  respondents  were: 

• ‘Hardware  vendors  are  less  significant  to  us  than  our  fellow  systems 
integrators  and  the  consultancies.’ 

• ‘Particularly  IBM  among  the  hardware  vendors.’ 

• ‘Hardware  vendors  are  too  busy  defending  their  own  turf.  Systems 
integrators  on  the  big  deals  only.  ’ 

• ‘Andersen,  Serna  and  Logica.’ 

• ‘We  are  more  partners  with  the  dealers  and  distributors.’ 

• ‘Independent  maintainers  are  felt  as  competition  at  the  lower  end  of  the 
outsourcing  market.’ 

• ‘Consultancies  first;  hardware  vendors  second.’ 

• ‘Our  main  competitors  are:  EDS,  IBM,  Digital,  CGS.’ 

• ‘Professional  Services  companies  are  met  at  the  top  end  of  the  contract 
size  scale  and  Consultancies  at  the  bottom  end.’ 

Exhibit  V-3  tabulates  the  areas  in  which  each  type  of  vendor  felt  itself  to 
be  most  at  risk  versus  its  competition. 
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EXHIBIT  V-3 


Elements  of  Competition 


Mentions  by  Type  of  Vendor 

Parameter  = 
Competitive 
Pressures 

Equipment 

Vendor 

Independent 

Maintainer 

Services 

Vendor 

All 

Types 

1.  Positioning 

5 

- 

2 

7 

2.  Pricing 

2 

1 

3 

6 

3.  Specific  areas 
of  service 

2 

1 

2 

5 

4.  Superior 
Marketing 

2 

3 

5 

5.  Other* 

2 

1 

- 

3 

ALL  RESPONDENTS 

8 

2 

4 

14 

NOTE:  * = Reputation,  low  level  attrition  from  small  firms,  customer  base  loyalty. 


Positioning  is  the  main  concern  of  the  equipment  suppliers,  while  the 
services  vendors  are  equally  concerned  about  pricing  and  marketing 
issues.  Independent  maintainers  have  no  clear  pattern  of  competitive 
pressure  in  the  professional  services  area. 

Respondent  comments  were  as  follows: 

• ‘debis  gets  a good  press.’ 

• ‘We  must  change  the  customer’s  perception  of  us  as  a box  shifter.’ 

• ‘There  is  more  aggressive  marketing  in  some  vertical  markets  than 
others.’ 

• ‘We  are  having  to  discount  existing  annuity  business  by  10%  in  order  to 
retain  it.’ 

• ‘We  have  tended  to  be  operations-driven.’ 
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c 

Pricing  Tactics 


Exhibit  V-4  shows  the  relative  usage  of  the  different  pricing  methods 
among  the  three  vendor  types.  The  growth  of  one-off  customisation  or 
user-specific  assignments  accounts  for  Fixed  Price  Projects  being  the 
leading  method  in  use  currently.  Pricing  services  in  fixed  price  packets  is 
still  favoured  by  customer  services  divisions,  which  have  traditionally 
sought  to  establish  repeat  business  markets  across  as  large  a proportion  as 
possible  of  their  existing  user  bases.  Time  & Materials  is  reported  to  have 
been  on  the  decline  for  several  years,  but  retains  its  place  to  cover  one-off 
assignments  containing  high  risk  or  uncertainty. 

A minority  of  vendors  are  experimenting  with  the  concept  of  pricing  by 
results,  e.g.  by  some  form  of  measured  value  added  to  the  business 
operation. 


EXHIBIT  V-4 


Pricing  Methods  Adopted  by  Vendors 


Mentions  by  Type  of  Vendor 

Parameter  = 
Pricing  Method 

Equipment 

Vendor 

Independent 

Maintainer 

Services 

Vendor 

All 

Types 

1 . Fixed  Price  Per 
Project 

8 

2 

3 

13 

2.  Fixed  Price  Per 
“Module” 

7 

- 

2 

9 

3.  Time  and 
Materials 

5 

1 

2 

8 

4.  Other* 

1 

1 

1 

3 

ALL  RESPONDENTS 

8 

2 

4 

14 

NOTE:  * = End  result-based  value  pricing  (x2),  licence-based  service. 
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Some  vendor  comments  on  their  pricing  tactics  were: 

• ‘We  have  a standard  price  for  all  assignments  which  last  from  1 to  5 
days.’ 

• ‘We  use  a fixed  module  price  when  we  are  selling  services  through  the 
dealers.  Larger  projects  are  undertaken  in  conjunction  with  partners  on 
a fixed  contract  price  basis.  ’ 

• ‘We  want  to  get  away  from  Time  & Materials;  we  need  to  introduce  a 
results-oriented  pricing  method  to  handle  design  and  concept  develop- 
ment projects.’ 

• ‘Services  become  more  firmly  priced  the  more  closely  tied  they  are  to 
the  hardware  product.’ 

• ‘We  don’t  use  a catalogue  approach  in  this  division;  rather  it  is  ‘mix  and 
match’  elements  of  service  before  putting  together  a total  price.’ 

• ‘We  discount  for  longer  periods  of  utilisation.’ 

• ‘Always  based  on  market  rates,  but  may  be  discounted  for  length  of 
contract.’ 

• ‘Our  new  network  delivered  service  has  a licence  which  is  based  on  the 
complexity  of  the  technical  environment.’ 

• ‘Remote  services  are  the  most  profitable.’ 

• ‘We  use  a bid  pricing  module — a spreadsheet  system  which  is  under 
continuous  review  and  based  on  historic  costs  and  fees.’ 
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Future  Trends 


A 

Impacts  of  Networking  Growth  and  Open  Systems 

input’s  research  finds  that  the  adoption  of  client/server  architectures 
among  European  users  has  more  relevance  to  their  everyday  needs  than 
the  move  to  Open  Systems,  so  beloved  of  the  marketing  collateral  of  the 
major  customer  services  vendors.  Realisation  of  this  is  working  its  way 
through  vendor  organisations  as  they  move  progressively  deeper  into 
Professional  Services  projects.  Open  Systems  is  very  much  now  a given 
among  many  vendors  and  users,  and  is  a concept  which  does  not  translate 
across  very  aptly  into  the  Professional  Services  arena,  because  it  refers 
more  to  the  platforms  on  which  services  are  to  be  provided  than  to  the 
applications  which  are  to  run  on  them. 

The  exception  to  this  rule  is  to  be  found  in  the  network  services  area, 
where  the  interoperability  of  application  between  platforms  and  even 
between  different  user  organisations  is  of  increasing  importance. 

To  the  average  European  user.  Open  Services  mean: 

• Right  cost 

• Choice  of  vendor 

• Absence  of  lock-in. 

Exhibit  VI- 1 tabulates  the  vendor  responses  to  the  question  on  impact  of 
more  networking. 
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EXHIBIT  VI-1 


What  More  Networking  Means  to  Vendors 


Mentions  by  Type  of  Vendor 

Parameter  = 
Client/server 

Equipment 

Vendor 

Independent 

Maintainer 

Services 

Vendor 

All 

Types 

1 . Demand  for  New 
Services 

6 

2 

2 

10 

2.  Opportunity  for 
New  Services 

6 

1 

3 

10 

3.  Demand  for  New 
Skills 

4 

1 

2 

7 

4.  Opportunity  for 
New  Products 

5 

- 

2 

7 

5.  Greater 
Competition 

5 

- 

2 

7 

6.  Other* 

3 

- 

- 

3 

ALL  RESPONDENTS 

8 

2 

4 

14 

NOTE:  * = VANS  through  a joint  venture,  remote  network  support,  remote  administration. 


Among  the  equipment  suppliers,  the  supply  and  demand  for  new  services 
to  satisfy  the  client/server  need  are  equally  matched;  among  the  other  two 
vendor  types  this  balance  was  not  as  precise. 

The  mounting  of  competitive  pressures  was  felt  to  be  relevant  only  among 
50%  of  our  sample.  This  reflects  vendors’  perception  of  professional 
services  as  a less  competitive  area  than  the  pure  products  or  remedial 
service  markets  from  which  they  are  diversifying.  INPUT  expects  the 
competition  in  future  to  increase  throughout  the  new,  non-traditional 
service  areas  into  which  customer  services  vendors  wish  to  achieve  fur- 
ther penetration. 
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Vendor  comments  which  can  be  quoted  are: 

• ‘There  is  a demand  for  new  diagnostic  products  and  services.’ 

• ‘Often  users  won’t  pay  for  new  services;  they  expect  them  to  become 
additional  parts  of  the  existing  service.’ 

• ‘We  need  an  industry  standard  for  guaranteed  uptime.’ 

• ‘Networks  are  essentially  a defocusing  element  for  marketers.’ 

• ‘We  will  start  to  develop  more  networking  software  products  and  this 
will  eventually  become  a separate  activity.’ 

• ‘Downsizing  has  a flip  side  of  upsizing,  as  large  organisations  concen- 
trate their  computing  power  in  large  supercentres,  which  need 
transnational  support.’ 

• ‘We  expect  to  see  competition  from  telecommunications  providers.’ 

•‘Controlling  the  network  means  greater  account  control.’ 

• ‘Examples  of  new  services  are  in  network  performance  audits  and  desk- 
top services.’ 

• ‘Managed  services  are  designed  to  take  on,  among  other  things,  account- 
ability for  administration  of  user  networks.’ 

• ‘We  are  becoming  more  genuinely  multi- vendor.’ 

• ‘Focus  is  on  WAN  design,  performance,  management  and  integration 
skills.’ 

• ‘There  is  a major  opportunity  in  our  downsizing  activity.’ 

• ‘Products  are  being  developed  for  our  own  use  in  customer  services.’ 

Exhibit  VI-2  tabulates  responses  on  the  perceived  impact  of  Open  Systems 

and  Open  Services. 
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EXHIBIT  VI-2 


Impact  of  Open  Systems 


Mentions  by  Type  of  Vendor 

Parameter  = 
Open  Systems 

Equipment 

Vendor 

Independent 

Maintainer 

Services 

Vendor 

All 

Types 

1.  Opportunities  for 
New  Products/ 
Services 

6 

2 

2 

10 

2.  Demand  for  New 
Services 

4 

1 

1 

6 

3.  Demand  for  New 
Skills 

2 

1 

3 

4.  Greater 
Competition 

2 

1 

- 

3 

5.  Other* 

3 

- 

- 

3 

ALL  RESPONDENTS 

8 

2 

4 

14 

NOTE:  * = Moving  towards  needing  to  be  more  industry-oriented,  ‘completely  new  approach’,  ‘need  an 
open  systems  architecture’. 


Opportunities  for  products  are  ahead  of  demand  according  to  the  evidence 
from  both  equipment  suppliers  and  services  companies.  Surprisingly, 
among  our  sample  competition  and  its  pressures  are  very  weakly  corre- 
lated to  the  impact  of  open  systems.  INPUT  interprets  this  as  showing  that 
vendors  have  not  yet  fully  assimilated  the  impact  on  services  of  the  greater 
choice  and  flexibility  being  demanded  of  their  vendors  by  all  IS  users. 
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B 

New  Technologies 


The  impact  of  new  technology  on  vendor  perceptions  of  the  marketplace  is 
assessed  in  Exhibit  VI-3,  which  shows  the  analysis  against  six  different 
technology  development  streams,  as  perceived  by  each  respondent. 


EXHIBIT  VI-3 


Trends  in  Technology 


Mentions  by  Type  of  Vendor 

Parameter  = 

Equipment 

Independent 

Services 

All 

Technology 

Vendor 

Maintainer 

Vendor 

Types 

1 . Client/server 

6 

2 

4 

12 

2.  Artificial 

Intelligence  (Al) 

4 

- 

1 

5 

3.  Object-Oriented 
Techniques 

3 

- 

2 

5 

4.  Improved  Storage 
Technologies 

3 

1 

1 

5 

5.  Improved  Chip 
Technologies 

4 

- 

- 

4 

6.  Multimedia 

3 

1 

- 

4 

7.  Neural  Networks 

2 

- 

1 

3 

8.  Other  * 

5 

1 

2 

8 

ALL  RESPONDENTS 

8 

2 

4 

14 

NOTE:  * = CASE  technologies  (x3),  Expert  systems  for  Manufacturing,  Application  prototyping,  Services 
based  on  Expert  Systems  shells.  Image  technology.  Open  Systems  technology. 
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Client/server  is  still  regarded  as  a new  technology.  INPUT  finds  that  the 
concept  is  being  translated  into  reality  in  a number  of  different  ways. 
Many  vendors  are  vague  about  how  they  would  define  a client/server 
architecture.  The  majority  are  agreed,  however,  that  the  adoption  of  these 
new  architectures  is  being  driven  by  the  flattening  of  organisation  struc- 
tures within  user  companies,  as  they  strive  to  re-engineer  their  operations 
and  processes  to  gain  further  improvements  in  profitability. 

Client/server  is  undoubtedly  the  most  important  technology  factor  for  the 
future  of  all  three  types  of  vendors.  Coming  some  way  behind  it  in  terms 
of  impact  are  AI  and  Object-oriented  techniques. 


VI-6 


© 1993  by  INPUT.  Reproduction  Prohibited. 


CFQ 


M'" 


■■ 


4 


/ 


I 


I. 
, i 


17  Hill  Street 
London,  W1X7FB 


